
CONSUMER SATELLITE COALITION
Route 4 • Box 169 • Macon, MO 63552 • 816-385-2526

OOCKET FILE COpyORIGIN~
March 4, 1993

EX PARTE OR LATE FILED

Office of the Secretary
Federal Communications Commission
1919 M Street NW
Washington, D.C. 20554

The Honorable Donna R. Searcy, Secretary;

". 'I

..... RECEIVED

MAR 10 1993

fEDElW.COIMUtICAlQICOU8SION
(JFlCE(fMsgmARY

On behalf of the Home Satellite Dish consumers, the Consumer
Satellite Coalition (CSC) respectifully requests that these
additional comments be considered along with it's comme1
and reply comments in this NOr FCC Docket No. 92-234.

~

The CSC files these additional comments on an important de
velopment which took place shortly after the deadline in
this proceeding yet which is quite relevant to the issues
raised here in the NOr.

ALtached is an original and nine copies of the CSC addition
al comments to be distributed so that each commissioner may
have a personal copy.

S· Anne Baechler
CSC Founder and
Legislative Director

ENCL: Additional Comments
Original plus nine
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BEFORE THB
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)
In the Matter of )

)
Inquiry into Encryption Technology )
for Satellite Cable Programming )

FCC Docket No. 92-234

ADDITIONAL COMMENTS

The Consumer Satellite Coalition (CSC) files these additional comments on an important
development which took place shortly after the deadline in this proceeding, yet which is quite
relevant to the issues raised here. For this reason, esc respectfully requests that this submission
be considered along with its comments and reply comments in this docket.

The recent withdrawal of Titan Satellite Systems, which is the last potential Home
Satellite Dish (HSD) decoder competitor to General Instruments Corporation (GIC), has truly
brought the lVRO consumer marketplace to its knees.

As Titan explains in the attached letter, the refusal of major programmers to sign
contracts with Titan has made it necessary to cancel its initial production run. "In good faith we
cannot sell a product to customers, even though that product is less ex,Pensive and more secure, if
the product cannot be authorized for a competitive package of subSCrIption seIVices," Titan
explains in the enclosed letter dated February 18, 1993.

What has happened to Titan is consistent with the information that has been supplied by
the CSC to the Commission in its comments in this proceeding and in its 1991 PETlTIO~ for
INQUIRY. All potential HSD encryption competitors have been unable to compete with GIC
(See Titan letter and Satellite Business article attached herein and DecTec Reply to NOI in PP
Docket No. 920234.) Titan has now joined the ranks of the defeated, which include Oak
Communications~Uniden, Leitsch and DecTec International. Not only has GIC refused to share
the decoder authorization center but there is collusion among GIC and the major cable
programmers, including HBO and SHOWTIME.

This development merits the closest scrutiny. Collusive efforts to block competition in the
HSD decoder market place reflect the ne'ed for Congress and the FCC to protect the public
interest by enforcing the antitrust laws, adopting a standard decoder interface and designing new
policies that effectively mandate competition.

Respectfully submitted,
::r /~.,

(" /(/~ __ ~i, //' //~
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e Baechler, founder and LegiSla~ve Director
Consumer Satellite Coalition
Route 4 Box 169
Macon, Missouri 63552
March, 1993



February 18. 1993

Dear.

en...
SA TELLtTE SYSTEMS

RECEIVED

MAR 10 1993

Since its fonnation just eight months ago. Titan Satellite Systems Corporation ha.~ achieved a
number of unprecedented br:oakthroughs to benefit the long-term 8rowlh of lhe home satellite
television industry. These breakthroughs were achieved in our effon to bring choice in the las~

uncompetitlve. monopolistic nrea of the market· the desc:nunbler segment. Those achievements
include, &moni others, the following: . . '

(l) The Linkabit Smart Card System (LSCSf~) development is 8Asentially complete. and
we are prepared to begin volume production of consumer ~escrambler modules within
just a few weeks. The LSCSTM dc¥ign includes the implementation of a proven. highl)'
secure smart card to provide time!)". inexpensive security enhancements;

(2) the Titan Authorization Center (TAC) is operational:
(3) the Message Processing System (MPS) hardware for in~tanati()n at the progl1lmmersl

uplink sites is in production.
(4) we have received the first shipment of pre-production level consumer descrambJer

modules;
(5) we have boon field testing the system for several weeks and have received confhmation

from ft variety of programmers to expand this fiold te~ting progrnm to include at least
cishteen additional program feeds,

(6) we have also begun the business system interfacing between the industry back offices
.and the TAC, and

(7) we have th~ nationwide cekphone network in place to support this intert'aoej
(8) the VSAT satellite link for transmission of the TAC authorization channel is

operational;
(9) the VSAT equipment necessary to reCcive this lnm~mission Hl each uplink facility is in

stock; .. ,
(10) Wfl Art. nt-flring the compldion of OUTcustomor ~upport tmd produtt reptlir system,

including the servicing and tracking of in and out of warranty modules and smart card
teplacement~ and upgrades;

(1 ]) most of the industry's major IRD manufacturers and distributors have signed
agreements with Titan Satellito Syslems Corporution, including contingent purchase
orders for 100,000 consumer descrumbler modulesj

TITAN SATEl.t.\TE SYSTEMS OORPOAATION
3033 SQlence Park Road • San Diego. Oallfornla 82121

TEL. (619) $S~·8797 • FAX (1519) 591-1055



(12) we have begun discussions with supp1ier~ of digital vjdco'compression technology so as
to pC)~ltion ourselves for th~ advent of digital televifiion t including high.powcrod DBS;
and

(13) Titan Satellite Sy,;tems Corporation demonstrated our working gY~lem during the
January SBCA industry trade show in San Diego.

In short. we arc ready to tnter the market during the next few weeks.

Our joint venture partnen fonned this corporation with a clear vision of what business issues
faced the enterprise. We have known from the outset that wo must prove the feasibility of our
system and its compallbllity within the Videocipher technology umbrella, the security of the
technology we proposed to introduce and our commltll1cnllo soupporl the end of a monopoly in
the de!lcrnmbler W'Cni,

At considerable financial riskt we proceeded based on the clear st.atement from the industry .
whether manufacturers, difilributors. dealors, progrMmmers, proGra.m dh~tributors or others~· that
competition was unanimously sought jn the descrambler market. ThiR view was expres5cd most
Atrongly in the programming community that had suffered the most significant finanoial Joss as
piracy of the VeIl system continued unabftted for six years.

The joint venture partners and the industry have known 1'ince Ol.lr fonnation that after "cletlring"
lhe technicl1l issues we would face only one Issue -- the signing of contracts wIth loday's
cable/~a\.el1ile programmers. To faciliul.Le such agl'ecmcntA, we proposed contracts that included
legal indemnification is well as lucrative economic package~. Aft mentioned earlier, we have
been field teNting the system in preparation to proceeding to fun volume production, needing
only a final signil from the programming community that they ~upported our effort to introduce
c10scrambler competition.

Unfortunately, we have yet to receive that signal from the progranunen; -- most particularly from
either one of the two major premium movie services that arc critical to the establishment of.a

, viable, competitive programming package to offer to satellite television consumers. In short,
both HBD and Showtlme. the two major proirammer~ who have profes~cd since late 1986 thllt
an alternative to the General InRtrument descrambler monopoly w~s absolutely ncccuary.
whether intended or not, have, by their actions, cho$:en to participate at this time in perpetuating
the current descrambler monopoly that has for nearly ~even years hindered industry afowth.

As a re.c;ult of this development, Titan Satellite Systems Corporation ha~ been forced to reassess
hs business plan and to cancel our initial production,fun. Tn good faith we cannot sell a product
to cu,;tomerA. even though that product is Icsso'xpensive and more secure, if the product cannot
be authorized for a competitive package of subscription ~rvice9. We remuin a vi~ble entity with
key tcchnical and business personnel stilt supporting the project as we cx.plore other business and
market opportunities for our technology. However, without a critical mttSS of programming, the
result of inherent nnd erected butTiers to entry to our Videocipher compa.tible system. wo deeply
regret that at this time we do not !;cc a viable future for UR in today'f: C~band consumer market.

Q7C7CQt"QTQT nl



I
~,~" :; ';':"', ..

," .', ,' ..' , .. . '. ,.; '. ,. '

,"". ,.,,"

It personally. Chuck Newby. Mi(:hacl Meltzer and the rest of entire staff of the Titan SatelUte
Systems Corporalion would like to thank aU of you who provided Tit~ Satellite System~

Corporation with l\1ch exceptJonal support. We will keep you informed over the next few weeks
regarding our future direction.

Sincerely,

Vorl D,(i;(F ..
Tom A, Ortolf
President
Titan Satellite Systems Corporation
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Titan Halts Decoder Assault
By Mary HlIlebnJnd "We really needed the sup- forces in June with Ortolf and

left hanging by the two port of the programming Charlie Ergen's Houston
largest satellite 1V program- community. We really needed Satellite Systems Corp. to
mers, TItan Satellite Systems theoooperation of at least one develop the Unkabit SCS
Inc. has dropped Its c.haUenge of the tvlio premium program-module (See Satellite Business
to the industry's dominant mers. Butit'sdearthat. at this News. July 1, 1992, p. j).
encryption system. time, we're not going to be £rgen, who also owns Echo-

The san Diego joInt ventwe able to get any kind of con- sphere Corp.. did not respond
shut down to ,epeated
Feb. 12, after inquiries.
talks failed Titan Corp.,
with Show- which holds
tlme SateHlte many of the
Networks Inc. key patents
about autho- at the core of
rizlng l1tan's tile Video-
U~mttS~ Cipher
re newa b Ie 11r- J'IItdIlte!r T.. 0I1DIf, a., C'eIp. ~ GeIw~ GIld fIT! ..... a.aru.&J-. ent;ryption
security module, according to tractual agreement con- systems, .made its move
Titan satellite President Tom duded,• Ortotf said. shortly after as five-year no-
Ortolf. TItan launched the ven- Ortolf emphasized that the compete .agreement with GI
ture with the support of pro- l1tan Satellite joint venture is expired.
pJe fran aU segments of the still Intact and the company Titan shut down pnxfuc.tlon.
Inciustry fed up with the has not completely given up which started in limited quan- I,

V'deoCipher Division of hope. tity in eady February. and·laId
Forstmann Little &.. eo:s Gen- Titan Corp., a San Diego ofmost of its stafof 12 to 15
erallnstrument Corp. (GI). defense contractor, joined CONDNUfD ON "AGE ZZ

Titan
(ONrlNUED fROM PAGE 1
people to cut expenses while
It refocuses lls elforts. The list
Inc! udes Vlc.e President of ,
MarketIng Michael Meltzer. I
Marketing Dlrec.tor Sc.ott •
Schultz. and Dave Woods. the
engineer who developed the
company's DDS Center. Some
of the c.ompany·s. engineers
went !Jack to work For lltan
Corp.

"We're really reassessing
whe.e we are. There are other
opportunities, and thele is stili .
the potential to hopefully
change Showtlme's position,· ,
OrtoIF said, adding the hold .
on production was primarily a
flnandal dedslon to protect
hetty Investments by the ven
ture's partners.

lCey S.pOlt Declined

Showtlme decided technI
cal a~d secunty Issues con
cemlng TItan's authorization
p3an would leave Its transmls
sk>ns too vulnerable, Ortolf
said. TItan planned to piggy
back Us authorization sIgnal
on the VC II convnerdal data
authorIzationst~ progJam
mel'S were using.

According to Showtlme
Satelite Exeartlve VIce Presl
dent SUsan Denison, "We did
let them know that. because
of the Interdependency with
the C.aI technology. we were
not going to move ahead at
this time."

ShowtIme. as well as sev- I
era! other programmers. wor-

ried that If(jI ever shut down I
the horizontal blanking inter-
val. which the VC II system
uses and which the Unkabit
system would also use. aU of '
Titan's decoders would lose
their authorizations. Execu
tives also said the possibIBty
that GI wlU shut down the last
VC II data stream. which i

serves commercial customers, .
makes authorizing the TItan I
module a gamble few pro
grammers are wiling to take.

Q has said it does not pian
to shut off the commercial
stream but only plans to con
vert enough c.ommetdal cus
tomers to VC RS to take away
the Inc.entlve ror pirates,

Althollgh OrtoU' confirmed
that changes GI makes m its
data stream could afec.t TItan
decoders, he said the pro
grammers could c.ontrol that
possibility by overseeing both
encryption suppliers.

"In a nomlal kind of c.om-



i-last Puzzle I'f«e-- I. Its current. J)flce of $336. =,

TItan apparently had. all the I When aSke.d t.o ~.esPOnd to
other blocks in place to create llta1l·Ul:tion.and 10comment
a dooIWaY to module cornpe- on the posslbU~ GI couki ~-
tition. but without the key- thel" raise the price of its mod-
stone--the coveted program- utes,a V'1Ce PleSklent orMar-
mer agreements-the arch keUng and Communbtlons
would not stand. Esther Rodriguez. decllned

The company cUspiayed a comment.
prototypeof its module In Sal- ntan's delay also leaves the
tlmore last.summer decoding door open a little wider for
a fixed-key VC U signal. and It other companies that may be
annouoced manufacturing considering their own module
contrads ror the modules and ventures. Titan has always
smart cards last taU. Titan said been open to inquiries from
as lateas~ that ithoped other companies about neens-
to reach full-scale production Ing tile enayptlon patents It
by March and roll out volume owns.Ortolf.said.
shIpments by the end of the \. A licensing agreement. he
first quarter, explained, "wouldn't be a

The company also built lts· dependent factor on this

own DBS authorization center deveJopment· We v.«OUld con-
In San Diego, whkh it .
planned to op(Yate for about I Sider those kinds of dlscus-
half the estbnated $.4 mlllon : slons anyway because of our
per year GI now ~rges pro- desire to move forward wlt)l ~
grammers. . compression product. at least

With fLtan at least tem- the security and encryption

porarlly out of the way. GI com~t of a cornpressJon
c.ontinues Its control over system.
module supply to the 3.3 mll- Though TItan no longer
lton dish owners buying pro_ ~es an immediate competl-
grammlng. According to we~ to GI. the FCC plans
Titan's fCC comments the to contmue Its inquiry. fCC
pric.e of VC II' modUles Office of Plans and Policy
climbed from $180 In 1987 to Economist Jonathan Levy saidthe news would not afect the

InquUy's timetable He plans to
submit a Wlitten report of the
results to Congress tbJs spring.

!Meanwhlle. TUan wlH
: explore a~ more opportu.

I
nJties to persuade program
mers to try its new system.

CONrlMD ON rACE ZJ

Counting HBO Out I
H80 sateIIlte SelVlces Inc.. I

I

TItan's other hope on the pro- I

grammJng fIont, inltla6y said
"no- to Titan's ofer last sum
mer. though manyconsidered
that quIck response more of a
strategic. move than a defini
tive answer. The programmer I
outlined 1ts position. wtJich '
most executiveS said Js dearly
on Gl's side. In comments
submitted to the federal Com
munications CommJsslon for
its inquiry Into competltion In I

the decoder market.
"The recold amply demon

strates that coo1petltion exists 1

and will continue to increase
1n the marketplace," HBO
wrote. The programmer main
talned that coming technolo
gies such as DOS and digital
compression wUI add to the
already suitldent competition
In the supplyof decoder mod
ules to the home dish mcuket.

Ortolf said TItan's talks with
HBO were brief. "Hoo's posi
tion was basically. 'We're veJY

busy go)ng on to odler things 1
in the digital world. and we
don't want to spend any dme ,
looking Into this altemative.·..
he said, Ortolr added that a I

contract with Showtlme might
have helped Tltan's position
with HBO In later talks.

Though security questions
took priority for most pro
grammers. some key legal
Issues also loomed as a deter
rent to using the new module.
In what many "iewed as an
attempt to keep plOgrammers
In its camp. GI wamed last faU '
that, by authorizing Titan
modules ttwugh exlstlng sig
nals. they could "Iolate their
contracts with GI as well as
their equipment and software

warranties.
TItan suggested. In its com

ments to the fCC that royaltJes
H80 and Showtlme cam for .

0 ' IusIng s enayptlon system I
act as Incentives to stick with '
one system. Ortolf added i
there was "no question- that

I I GI had pressured the pro-

___-------- grammers into declining the
l.inkabIt ofer.

But DenIson saki Showdme
1 did not make Its decision

under pressure from 0. "ThIs
was a totally Independent
dedslon based on our·techni
cal experts.It she explained.

petJtlve marketplac.e, you
would man~e your vendor
and.make sure any potential
.changes .that could a.fect you
are properly communicated to
you before they are made.
Ortolfsald. Showtime's desire
to have a more 'hands-off'
refatlonshlp with encryption
suppliers ruled out that pre
cautionary measure. he
added.

QuestIons have.also been
raised about the secul1ty of a
system that uses the same
technoSogy that is at the heart

I
·.of Q's compcomJsed VC II sys

tem. Though Denison would
not (Omment on the Unkablt's
security. sources saki several
other programmers have
reviewed the system and
found it satisfactory.

Two programmers-Turner
Broadcasting System Inc.. and
Satelllte.Spo-:ts Networks i I'

-agreed In ·January to begin I
nekl testlng the Unkabit mod- I

ule. Turner's CNN Headline
News will contlnue desplte
lltan's shuHlown. Ortolf said.
but testlng by superstatlon
WfBS-AtJanta and SatelUte
Sports Is on hoJd

Though ntan and ShowtIme
have ended taJks. Denison
said her company remains
open to new developments.
"We're dIsappointed. We're
always Interested In seeing
competltlon In the market
place and ensurIng the !>est
product (or the best price for
our CUStomers." she~.

~Si-U- L~;:- ;'5" ;;-. -.:. JnS- 1 ··W -.~



Few SUrprised by Titan's Near Demise
TIton Salellite's decision to dose strop indefin~elv WI)) met with diS1lfJPOOnlment but liI1Ie

shock lJy m0"V in 1he indlJSlJy, "II~ sili:t (ornpetitioo W41S too slf ond the ~~n:IIM 100 lorge
fm the fjrm to ffil8ICome.

Pit's {erhlinly II blow to the ioouslJy,N siJid Too-C6rnm EJudronirs Jot Matioool Soles Mon-
ogar Bob Oololowsu. "J~e progmmmers hom mode it 4lUi1e door Jhr~ 6J1~ Wltlll lIIe !

[suClmblillgJ system:" Te~omm bBS IDog OOeD lit odds with Gi-
I l4lsf wook~ ..lOny ind~lry leaders ~od noord tlJrol'Jl~ fbe IVRO grGpevjoo tlMJf fimn

p10nned to stop IIrl)llJetIDn. Moy Sftid thev Wefe mDIe surtJised it the 41onounrement's tim
ing toon l~e onnoonCerI1enl j~lf. lifo" 0PJIEloredro La goin. rull gUlls ot lite SHeA Son
Diego sOOw in JOlIJorV \ith onnoulKemems thot itSo~til8lion (enbwos lOrDJIlete, mod
ule pre-produdiol) was beglJninll. 000 tJwee progmmmelS were mtting the tecbnofollJ.,

"I just hod no idoo tIIor daey were dlot dGse to lUlling the"'g,.. ~id Turner Home SIJte~
tite Joe. (ItlS) VICe PrilSidetlt {If (ommunioofioo5 Alar S\v4n.' IJrlHlr's CNN tJeodlina News
began testing 1IIe module em~ Ibis JllOntk ond was gltUiD!J j\'foir~ optimist(N results, said
THS £Xerutiw Vke Plesilfent Secn Weiss... . - - - ,.,

~t.rJmr StIid frmn's fuillle to !OfItOr big progr4lmmers file lIBO ScJ'~I.te CIIl1l Showtime I
SBtellire wus IJ brow from ~i(h "e COOIponv {(luld 1I0t reCMr. Solefl1e SpllI1s HtlWarks
'Jicp. Prisidellrond 6eneml Moooget' Gteno G.lrg1ofo said HOO'~ recenl{ommenIS berore the.
f~id~1 (OO1l1l1

d
ni(4JdtiOl~ (o..mlMsi~n ~d"I«JI~I~41n ~.~g~flng C1~plill ~attle; HOO W6S .1

'I" lOI' viM os 1i ing 'iii III GL "10 I:II.IV8 OllV'lllC' nWlIllMl, JOU Ilew uooflirnouSIJO!LlORt- 1

mingo ~ thooght ~ev wotAI S1Ictted... unti the "BO fi~og,· GurgiJlo ~id.

S4!'iElr4JI people 'e~led 10 ploce 100 ooos of Taton's loihJre oolhe indushy's sbouldelS,
bitt mOlTfsper.uloted i15 dosilltJ could be blomed, in ~rt. on alock of in"shywpport. (00
sumer Sotellilo Systems In(. £G1)\\'ner Mil. SdJr4Hlller s. jIOlJIJf1Il1e1S, some of wlKJl8
bowed to ,ressOOl hom GI. did n&t oock Tim. d1'mreal~ surpmed l1Ie prllofjrommers WC4Jld
vront to pUJ the rulllre 411 100 illduslry MJ the ~omk of GenerBf IlIslwrnent lJeoouse GooelOl
InstRJmenl ~as dOlUllltSI4I miseroble io~," said Sfhroeder, who ~ 0 fooner 61 disrribumr.

DolalGws~i G~n ~spcded 61 ~red tne plUgmmmelS.. Nlf SlMImled "elY p!M(01. 61
pr"abty'lood people in front of the pKlgmmme~ every day."

S<hrooller said one of hi1 biggest (OMerl'S novlN liton ItGs IJIl1ed f1ul, is the lock Clf

cOOlplltitioo in &1Le decoder mD/let. Nlf lhis illdijSIry does,,'t hrw& 0molltde in fhe $150 to
S1'0pike IUli§e. we'fa f10f going ID be ohfe 10 (41mpefe witIJ Diredv.·

SOCA President OIud Hewitt ~id, "Ws'w D1MJVS suPl'orted competition IIJd sll1Jret1IIot
Titan was unoille to moke it. Hut the in~shy will OOW to 1ll4J'Ie flll."

Primefime 24 Presidetlt Jooet Fosler said, "We 191111', lett tlLtr CI (Qrnpeli1iw market WGS

betler for tile (onsuroor Dod better for ~oo ifJdlntly. More is C1lwoys belter thlll OfIB.... Two
members of omn's loose~ fOO1llld dooler alfvisorv (oond soRilOOf while competition in the
module mmket woold be nKo. it is oot !1eces.smy for 0 healthy indusfrv. Doth OOIIald Gontt
Jr., owner of 6uff wast Elemooi<s in htolN1e, No.• moo Mike MMsey, owner 41' Sn1eniteGIy
in Odesso, TeXiS, said nWI! tecooolog'i vrotM foo:e G1 to lower its molfijle price.

·1 ttJillk {ontpet;OOn is jmlJClrhJn~. , ttJink 1I11)t we'li hQ\le competition in QIIolher seme.'"
60011 sDi~. Mossey lidded flint ....S41me of 1~8 pl'4lbl00l5 we hlhl beOOtlse we didnrt IlIve COOl
,etition are not os bod M tfJey O1!eB Wef8.N

Soid ShoWtimeJs SU50n Denison. --We '.NouM be exlremelv disappointed if GllOOk 0lfvcJn
rnge of this development' by increasing its pOe!!.

Dolotowsli predided 61 vnll incmose i15 price OOCtiUSl oothill9 pmrents il from Ikting so.
"'Whoo yoo hOIfQ 0 le§C1lized I1lCInqJO}y, yoo (00 d6'hUIltyOlJWlJnt.II'slt l1<KompatitiORJ no
'6in ~1Uo1iQn for onvone oot 61....

-Jone B. Goodger


